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LOW PRICES, WILDFIRES, TIMBER AVAILABILITY NEGATIVELY AFFECT 
PRODUCTION IN MONTANA FOREST PRODUCTS INDUSTRY
MISSOULA -
Poor markets and last summer’s wildfires have significantly impacted Montana’s forest- 
products industry, according to a University of Montana researcher with the Bureau of 
Business and Economic Research.
Charles Keegan, BBER director of forest industry research, said Montana mills have 
struggled with limited timber availability for the last decade and now face the lowest lumber 
prices in 10 years. Additionally, forest closures this past summer because of the wildfires 
forced some mills to temporarily cut back production in an effort to stretch log inventories.
Production at Montana’s mills declined substantially in the third quarter of 2000, 
Keegan said. Lumber production fell 13 percent from 327 million board feet in the second 
quarter of 2000 to 285 million board feet during the months of July, August and September. 
Plywood production fell more dramatically, dropping to 126 million square feet from 160 
million square feet -  a decline of nearly 21 percent.
Employment and wages also fell in the third quarter, though the decrease was less
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severe than what happened with production. Keegan said production employment in the third 
quarter of 2000 was 4,327 workers, a decrease of nearly 200. Production wages also dropped, 
falling from $42.5 million in the second quarter to $38.7 million in the third quarter.
Keegan attributes much of the decline in employment and wages to the permanent 
closure in July of the American Timber Co. in Olney. The remainder of the decline is due to 
curtailed production and temporary shutdowns in response to forest closures and low prices.
He said these figures refer only to production workers at timber-processing facilities 
and plants that process wood-fiber residue from timber-processing facilities. Production 
workers account for 40 to 50 percent of employees in Montana’s forest-products industry. The 
figures do not include the.several thousand workers in logging, trucking and related jobs.
For Montana’s loggers, who constitute about a third of the industry’s workers, the 
impact of the forest closures was perhaps more severe, Keegan said. They were forced out of 
work for much of the third quarter -  normally one of their busiest seasons -  although some did 
find work in firefighting activities.
Keegan said the outlook for the rest of 2000 and into next year does not look much 
better. In October, Owens & Hurst Lumber Co. in Eureka laid off 60 workers because of low 
prices, a timber shortage and concerns about access to salvaged logs from wildfire areas. In 
November, Pyramid Mountain Lumber Co. in Seeley Lake announced that it will close 
permanently on Jan. 27, 2001, affecting more than 120 employees. Pyramid owners listed log 
prices, foreign competition and declining federal timber harvests as reasons for the mill’s 
closure.
High lumber prices in 1999 and at the beginning of 2000 led mills across the country to
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increase production, which quickly reached levels higher than the market could absorb. 
Lumber inventories rose, and prices fell. Keegan said that with high inventory levels and 
weakening demand, the market is unlikely to rebound, and production levels are expected to 
remain low.
Keegan said that higher interest rates, a strong U.S. dollar, lower construction levels 
and the expiration of the Canadian softwood lumber agreement are likely to keep prices low 
into next year. Increased power prices also have increased mill operating costs.
Even if market conditions improve, Montana mills still will face uncertain timber 
availability, Keegan said. In the near future, salvaged timber from burned areas could produce 
temporary relief for some of the mills by increasing the volume of available timber and 
lowering log costs. But in the long term, the wildfires have reduced the growing stock of 
timber for a while, potentially leading to more timber-availability problems in the future.
However, it is possible that aggressive forest restoration programs to reduce the risk of 
future catastrophic fires could lead to a longer-term increase in available timber, Keegan said.
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